
First Capital Mutual Fund 

DIRECTORS' REPORT 

The Board of Directors of First Capital Investments Limited ("FCIL" or "Management Company") is 
pleased to present the annual report of First Capital Mutual Fund ("the Fund" or "FCMF" or lithe 

Scheme" ) together with the annual audited financial statements of the Fund for the financial year ended 

30 June 2018. 

EQUITY MARKET REVIEW 

During the period under review PSX-100 index (the benchmark) shed around 4,654 points to close at 

41,910.9 points which is a decline of around 10.00%, as compared to gain of 23.24% in the same period 

last year. During the last eight years it was the first negative return for equity investors. A host of factors 

can be attributed to this lackluster performance of the stock market. Contrary to the market 
expectations, continued sell-off by the foreign investors in FY18 despite up-gradation of PSX into a 

widely followed MSCI Emerging Index from Frontier Market, shook investors' confidence . 

The FY-18 commenced on a negative note and cumulatively decreased by 13 .09% during the first half of 

the year due to political uncertainty after disqualification of ex-prime minister. Investors' anxiety 

amplified during the court proceedings on the JIT report with the benchmark KSE-100 Index hitting a low 

of 40,958 .65 levels (down 12.04% on financial year to date basis) on September 7,2017, a cumulative 

decline of 22.54% from the,a"-time high levels hit on May 24, 2017 . President Trump's allegation that 
Pakistan offers safe haven to terrorist organizations led to further decline in Pakistan stock market. 

Penalty imposition on HBL's New York branch and uninteresting corporate results for the September 

quarter also deteriorated investor' s confidence. Further, the 21-day prolonged sit-in in the Federal 

Capital by a religious group also led the market toward uncertainty. 

During the 2nd half of the year, the equity market remained volatile due to rise in both domestic & 
regional pol itical noise, dwindled economic condition in the shape of widening of Current Account 

Deficit (CAD) and a mix of positive and negative news flows in the market. The equity market released 

some pressure, mainly on the back of some improvements in domestic politics as the Election 

Commission of Pakistan announced/scheduled the Senate election 2018 . The expectations for currency 

depreciation and consequent firming up of interest rate hike boosted the investor' s confidence to 

restore export competitive . Furthermore, expectations for some tax relief for the capital market and 
listed sectors in the upcoming federal budget also support the market. 

On the flip side, during the 2nd half of the year, the market remained under pressure due to the 

economic and political factors; however rumors that Pakistan could be placed on FATF's black list w ith 

associated economic & financial implications, continued heightened domestic political uncertainty 

ahead of upcoming general elections, and growing concerns over deteriorating external account 

imbalances and depleting foreign exchange reserves caused the market to slide. Moreover, Moody's 

downgraded Pakistan's credit rating from stable to negative and below expectation corporate results 
with mixed earnings reports failed to provide any trigger to the market. 

FUND PERFORMANCE 

During the period under review, the Fund has reported net loss after taxation of Rs. 43 .768 million as 
compared to profit of Rs. 33.115 million in the corresponding period last year. The Fund has stated 

capital loss on sale of Investments of Rs. 32.161 million during the FY-18 as compared to gain of Rs. 
46.725 million in the same period last year. The unrealized diminution on re-measurements of 

investments at fair value through profit has recorded at Rs. 12 .531 million during FY-18 as compared to 
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diminution of Rs. 23.873 million in the corresponding period last year. Total expenses of the Fund for 

the period under review decreased to Rs. 6.910 million from Rs. 8.691 million in the corresponding 

period last year. 
In terms of Net Asset Value ("NAV"), the NAV per unit of FCMF has decreased from Rs . 12.5359 to Rs. 

9.2627 (Ex-Div) while declaring dividend during the period under review . The benchmark of the Fund is 

KSE-100 index. During the period under review, the NAV of the Fund has decreased by 23.35%, as 
compared to its Benchmark's ("KSE-100 index") negative return of 10.00%, for the same period. Thus, 
the Fund has underperformed the Benchmark by 13.35%. The Fund underperformed the benchmark 

mainly on the back of low-weight in Banking, Fertilizer sector and zero-weight in Technology & 
Communication sector, during the period under review. Moreover, the investment portfolio of the Fund 

includes certain scrips, which are not included in KSE-100 index. The investment portfolio mix of the 

Fund is not aligned exactly with investment portfolio mix of its benchmark in order to generate better 

return . 

During the period under review, the Pakistan Credit Rating Agency ("PACRA") has assigned "1 star" 1 
Year performance ranking to the Fund based on performance. 

The Fund size of FCMF at the end of the period stood at Rs. 101.714 million as compared to RS.208.148 

million as atJune 30, 2017. 

The asset allocation of FCMF as on June 30,2018 is as follows:, 

Other including Oil & Gas 

Other Sectors 

33.92% 

Bank Balance 

Receivables 1.20% Exploration Co, 

11.58% 

Commercial Banks 
16,27% 

Inv, Bank / Inv, Cos, 

/Securities Cos, 

8.34% 

12,04% Assembler 8.20% 

The Management Company is continuously striving for the improvement in performance of the Fund. 

However, the objective is to focus on outperforming the market and consistent returns in the long run 
but does not conceptualize upon aggressive high risk strategies to give the best return in the short run . 

INCOME DISTRIBUTION 

Due to net loss for the year, no distribution has been made for the year ended 30 June 2018, 



First Capital Mutual Fund 


TAXATION 

On account of net loss, no provision for taxation was made in the financial statements of the Fund for 

the year ended 30 June 2018. 

EXPENSE RATIO 

The Scheme has also maintained Total expense ratio ("TER")4.15% (including 0.59% government levies) 

during the period under review, within the limit of 4.00% (excluding Government Levies)prescribed 
under the Non-Banking Finance Companies and Notified Entities Regulations, 2008. 

RISK DISCLOSURE 

A description of the principal risks and uncertainties emanating from various factors include, but are not 

limited to : 

1. 	 Equity Risk - Companies issue equities, or stocks, to help finance their operations and future 

growth. The Company's performance outlook, market activity and the larger economic picture 
influence the price of a stock . Usually when the economy is expanding, the outlook for many 

companies is good and,the stock prices may rise and vice versa . 

2. 	 Government Regulation Risk - Government policies or regulations are more prevalent in some 

securities and financial instruments than in others. The schemes that invest in such securities may 

be affected due to change in these regulations or policies, which directly or indirectly affect the 

structure of the security and/or in extreme cases a governmental or court order could restrain 
payment of capital, principal or income. 

3. 	 Credit Risk - Credit Risk arises from the inability of the issuers of the instruments or counterparties, 
to fulfill their obligations . The risk is generally limited to principal amount and accrued interest 
there on, if any. 

4. 	 Price Risk - Changing value of a security or a fund can be mostly due to stock/fund price 
fluctuations. Price Risk is the biggest risk faced by all investors and price risk can be minimized 
through diversification and efficient fund management. 

5. 	 Liquidity Risk- Liquidity risk arises when a transaction cannot be conducted at prevailing market 

prices due to insufficient market activity. 

6. 	 Market Risk - Market risk is the risk that the change in fair value or future cash flows of the financial 

instruments may fluctuate as a result of changes in market prices. 
7. 	 Settlement Risk - The risk that counterparty will not deliver the security or cash for a trade it has 

entered into, on time. 

8. 	 Events Risk - There may be adjustments to the performance of the Scheme due to events including 
but not limited to, natural calamities, market disruptions, mergers, nationalization, insolvency and 
changes in tax law. 

http:TER")4.15


First Capital Mutual Fund 


9. 	 Redemption Risk - There may be special circumstances in which the redemption of Units may be 
suspended or the redemption payment may not occur within six working days of receiving a request 
for redemption from the investor. 

MANAGEMENT QUALITY RATING 

During the period under review PACRA re-affirms the asset manager rating of FCll at "AM4++" (AM Four 

Plus). The rating reflects the Management Company's adequate capacity to manage risks inherent in the 
asset management business and the asset manager meets investment management industry standards 

and benchmarks. 

COMPLANCE WITH THE CODE OF CORPORATE GOVERNANCE 

The Board of Directors states that: 

1. 	 Financial Statements present fairly the state of affairs, the results of its operations, cash 
flows and statement of movement in unit holder's Fund; 

2. 	 Proper books of accounts of the Fund have been maintained; 

3. 	 Appropriate accountipg policies have been consistently applied in the preparation of the 

financial statements and accounting estimates are based on reasonable and prudent 

judgments; 

4. 	 Relevant International Accounting Standards, as applicable in Pak istan, provisions of the Non

Banking Finance Companies (Establishment and Regulation) Rules, 2003 &Non -Banking 

Finance Companies and Notified Entities Regulations, 2008, requirements of the Trust Deed 

and directives issued by the Securities and Exchange Commission of Pakistan, have been 

followed in the preparation of the financial statements; 

5. 	 The Directors are responsible to ensure that a system of sound internal control is established, 

which is effectively implemented, maintained and monitored at all levels within the fund; 

6. 	 There have been no significant doubts upon the Funds' ability to continue as going concern; 

7. 	 There has been no material departure from the best practices of Corporate Governance, as 
detailed in the list regulations . 

8. 	 A Performance table of the Fund is given in the Annual Report; 

9. 	 Outstanding statutory payments on account of taxes, duties, levies and charges, if any, have 

been fully disclosed in the financial statements; 

10. 	 The statements as to the value of investments of Provident Fund is not applicable in the case 

of the Fund as employees post-employment benefits expenses are borne by the 
Management Company; 

11. 	 The detailed pattern of unit holding is disclosed in the note 26 of these financial statements. 

12. 	 There have been no trades in the units of the Fund's carried out by the Directors, CEO, CFO, 
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and the Company Secretary and their spouse and minor children; 

13. 	 The Board of Directors of the Management Company held five meetings during the period. 

The attendance of all directors is disclosed in the note 29 to these financial statements. 

14. 	 The Company encourages representation of independent non- executive directors on its 

Board. The Company, being an un-listed company, does not have any minority interest. As at 

30 June 2018, the Board included: 

Category Name 

Independent Director 
l. 
2. 

Syed Nadeem Hussain 

Jawad Saleem 

Executive Director l. Imran Hafeez 

Non-Executive Director l. Asif Pervaiz 

Committee of the board 

Audit Committee Mr. Jawad Saleem (Chairman) 

Syed Nadeem Hussain (Member) 

Mr. Asif Pervaiz (Member) 

~ 

Human Resource and Remuneration Syed Nadeem Hussain (Chairman) 
(HR&R) Committee Mr. Imran Hafeez (Member) 

Mr. Jawad Saleem (Member) 

The composition of the Board of Directors and sub committees shall be changed in due course of time as 

per deadlines provided in new code of Corporate Governance. 

AUDITORS 

The present auditors Mis. KPMG Taseer Hadi and Co., Chartered Accountants retire and offer 

themselves for reappointment. The Board of directors has recommended their appointment as auditors 

of the Fund for the year ending 30 June 2019, at a fee to be mutually agreed. 

TRANSFER OF MANAGEMENT RIGHTS OF FCMF 

The Board of Directors of the Management Company during the year approved the transfer of 

management rights of FCMF to 786 Investments Limited, being new management Company, and 

thereafter voluntary retirement and surrendering of Asset Management License to Securities and 

Exchange Commission of Pakistan ("SECP"). The matter requires prior approval of SECP which is pending 

with SECP. 

DIRECTORS TRAINING PROGRAM 

The Board arranged no training program for its directors during the year. However, as on June 30,2019 

half of Directors on the Board will have certifications under the Directors' Training Program offered by 

institutions that meet the criteria specified by the SECP. 
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FUND MANAGER’S REPORT FOR THE YEAR ENDED JUNE 30, 2018 

First Capital Mutual Fund 

First Capital Mutual Fund (“FCMF” or “the Fund”) is an open end equity fund. 

Investment Objective of the Fund 

The  objective  of  FCMF  is  to  augment wealth  of  investors  through  investments  geared  toward  securing 

maximum  returns whilst  simultaneously offsetting  resulting  risks  through  efficient  diversification  across 

sectors with low correlation amongst them. The management of the Fund is continuously striving towards 

achieving this objective. 

Benchmark 

The Benchmark of the Fund is KSE‐100 Index. 

Fund Performance Review 

During  the period under  review,  the  Fund has  reported net  loss  after  taxation of Rs.  43.768 million  as 

compared to profit of Rs. 33.115 million in the corresponding period last year. The Fund has stated capital 

loss on sale of Investments of Rs. 32.161 million during the FY‐18 as compared to gain of Rs. 46.725 million 

in the same period  last year. The unrealized diminution on re‐measurements of  investments at fair value 

through profit has  recorded at Rs. 12.531 million during FY‐18 as compared  to diminution of Rs. 23.873 

million  in  the  corresponding  period  last  year.  Total  expenses  of  the  Fund  for  the  period  under  review 

decreased to Rs. 6.910 million from Rs. 8.691 million in the corresponding period last year.  

In  terms of Net Asset Value  (“NAV”),  the NAV per unit of FCMF has decreased  from Rs. 12.5359  to Rs. 

9.2627  (Ex‐Div) while declaring dividend during  the period under  review. The benchmark of  the Fund  is 

KSE‐100  index.  During  the  period  under  review,  the  NAV  of  the  Fund  has  decreased  by  23.35%,  as 

compared to its Benchmark’s (“KSE‐100 index”) negative return of 10.00%, for the same period. Thus, the 

Fund has underperformed the Benchmark by 13.35%. The Fund underperformed the benchmark mainly on 

the  back  of  low‐weight  in  Banking,  Fertilizer  sector  and  zero‐weight  in  Technology  &  Communication 

sector, during  the period under review. Moreover,  the  investment portfolio of the Fund  includes certain 

scrips, which are not  included  in KSE‐100  index. The  investment portfolio mix of  the Fund  is not aligned 

exactly with investment portfolio mix of its benchmark in order to generate better return. 

During the period under review, the Pakistan Credit Rating Agency (“PACRA”) has assigned “1 star” 1 Year 
performance ranking to the Fund based on performance. 

The Fund size of FCMF at the end of the period stood at Rs. 101.714 million as compared to Rs. 208.148 

million as at June 30, 2017.  
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FCMF Performance vs. KSE‐100 Index 
 

 
During  the  period,  the  Fund  adjusted  its  exposure  in  equities with  focus  on  diversification  in  different 
sectors, as per market conditions in order to generate better return. 
 
Stock Market Review 

During  the  period  under  review  PSX‐100  index  (the  benchmark)  shed  around  4,654  points  to  close  at 
41,910.9 points which is a decline of around 10.00%, as compared to gain of 23.24% in the same period last 
year. During the last eight years it was the first negative return for equity investors. A host of factors can be 
attributed  to  this  lackluster  performance  of  the  stock  market.  Contrary  to  the  market  expectations, 
continued sell‐off by the foreign investors in FY18 despite up‐gradation of PSX into a widely followed MSCI 
Emerging Index from Frontier Market, shook investors’ confidence.        
 
The FY18 commenced on a negative note and cumulatively decreased by 13.09% during the first half of the 
year  due  to  political uncertainty  after  disqualification of  ex‐prime minister.  Investors’  anxiety  amplified 
during  the  court  proceedings  on  the  JIT  report  with  the  benchmark  PSX‐100  Index  hitting  a  low  of 
40,958.65  levels, down 12.04% on September 7, 2017, a cumulative decline of 22.54%  from  the all‐time 
high  levels hit on May 24, 2017. President Trump’s allegation that Pakistan offers safe haven to terrorist 
organizations led to further decline in Pakistan stock market. Penalty imposition on HBL’s New York branch 
and  uninteresting  corporate  results  for  the  September  quarter  also  deteriorated  investor’s  confidence. 
Further, the 21‐day prolonged sit‐in in the Federal Capital by a religious group also led the market toward 
uncertainty. 
 
During  the  2nd  half  of  the  year,  the  equity market  remained  volatile  due  to  rise  in  both  domestic & 
regional political noise, dwindled economical condition in the shape of widening of Current Account Deficit 
(CAD)  and  a mix of positive  and negative news  flows  in  the market.  The  equity market  released  some 
pressure, mainly on  the back of  some  improvements  in domestic politics as  the Election Commission of 
Pakistan announced/scheduled the Senate election 2018. The expectations for currency depreciation and 
consequent  firming  up  of  interest  rate  hike  boosted  the  investor’s  confidence  to  restore  export 
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competitive. Furthermore, expectations for some tax relief for the capital market and listed sectors in the 
upcoming federal budget also support the market. 
 
On the flip side, during the 2nd half of the year, the market remained under pressure due to the economic 
and political  factors; however  rumors  that Pakistan could be placed on FATF’s black  list with associated 
economic & financial implications, continued heightened domestic political uncertainty ahead of upcoming 
general  elections,  and  growing  concerns  over  deteriorating  external  account  imbalances  and  depleting 
foreign exchange  reserves caused  the market to slide. Moreover, Moody’s downgraded Pakistan’s credit 
rating from stable to negative and below expectation corporate results with mixed earnings reports failed 
to provide any trigger to the market. 
 
Asset Allocation of the Fund (% of total assets) 

Asset Category  30‐June‐2018  30‐June‐2017 

Equities  86.75% 92.53% 

Treasury Bills  0.00%  5.30% 

Bank Balance  12.04%  1.51% 

Others including receivables  1.20%  0.66% 

Total  100.00%  100.00% 

 
Pattern of Unit Holders of the FCMF as on June 30, 2018 

The pattern of Unit Holders of the FCMF as on June 30, 2018 is attached. 

Disclosures 
 
 There have been no significant changes in the state of affairs of the Fund during the period under 

review  and  up  till  the  date  of  fund  manager  report,  not  otherwise  disclosed  in  the  financial 

statements.  

 During the period under review, there were no circumstances that materially affected any interests 

of the unit holders, except the Scheme has reversed the provision against Workers' Welfare Fund’s 

liability of Rs. 8,204,866 as per instructions received from MUFAP.  

 The Management Company or  its delegates did not  receive any soft commission  (i.e. goods and 

services) from its broker(s)/dealers(s) by virtue of transactions conducted by the Fund.  






















































































